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Although the long-term capital needs of women-owned businesses are similar to most

businesses, a greater proportion of women-owned firms are turning, or are forced to

turn, to private sources of funding -- and multiple sources of funding -- rather than to

banks for their long-term capital needs.

• The largest single source of long-term capital, for both women- and men­

owned businesses, are financial institutions. Banks are the source of 60%

of the long-term capital needs of women-owned firms, while they supply

52% of the long-term capital needs for small- and medium-sized

businesses as a whole.

• Other important sources for long-term capital needs are private sources

(34% for women-owned firms, 15% in general), business earnings (33%

women-owned firms, 23% in general), and leasing companies (29% for

women-owned firms, 19% for all firms).

• Larger women-owned businesses are more likely to use banks for long­

term capital requirements, while smaller firms turn to private sources to

nearly the same extent as they do to banks. However, regardless of

business size, women business owners are tapping private sources, and

a wider variety of sources, at a greater rate than are other business

owners.
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SUMMARY AND CONCLUSIONS

Women-owned businesses are a growing and increasingly significant sector of the

nation's economy. They provide employment for more people in the United States than

the Fortune 500. increased sales and employment last year despite slow economic

growth, and are poised for continued expansion and growth in the coming years.

Unfortunately, there are barriers to this continued growth. Financing their business'

growth remains a key concern to women business owners, and access to capital is

identified by them as one of the most significant barriers to their business' growth.

Among the key findings of this analysis of the types and sources of financing among

women business owners:

• Women business owners rate themselves as somewhat conservative in

their financial policies, placing themselves an average 2.45 on a 1 to 5

scale. Fully 51 % place themselves on the conservative end of the scale,

28% in the middle, and 17% classify themselves as aggressive financially.

Women-owned businesses neither expand nor contract as rapidly as

other businesses. making them a safer risk for investors and lenders.

• Fully two-thirds of women business owners report difficulties in working

with their financial institutions; women-owned businesses are 22% more

likely to report problems dealing with their bank than are businesses at

large.
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• Three-quarters of all women-owned businesses have sought short-term

financing within the past year; the largest single type of short-term

financing used by women business owners is credit cards. Women-owned

firms are much heavier credit card users than other small firms, most of

whom use bank loans and vendor credit for short-term financing.

• Despite the problems encountered when seeking financing for their

business, banks are the most popular source of short-term financing for

women and men business owners alike. However, a larger proportion of

women business owners rely on private sources for financing than do their

male counterparts.

• Just over six in 10 women business owners state that they have long-term

capital needs, a lower percentage than all small- to medium-sized firms.

The types of long-term capital sought within the past year or that women

business owners plan to seek in the next 12 months include term loans

from a financial institution and equipment leasing.

• Although the long-term capital needs of women-owned businesses are

similar to most businesses, a greater proportion of women-owned firms

are turning, or are forced to turn, to private sources, and to a wider variety

of sources, to fulfill their long-term capital needs.
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Business financing is one of the most important issues facing small businesses today. It

is a key concern among women business owners, who are encountering significant

barriers to assess to capital. These barriers are hindering the growth of these

businesses -- businesses that are grOWing at a faster rate than the national average

despite these hindrances. Removal of these financial barriers would encourage even

stronger growth in this important sector, and would result in much greater economic

growth throughout the economy.
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METHODOLOGY

In November 1992, the National Foundation for Women Business Owners (NFWBO)

mailed 3,855 questionnaires to members of the National Association of Women

Business Owners (NAWBO). Of the 3,855 questionnaires sent out, 1,071 completed

questionnaires were returned -- for an impressive 28% response rate.

A respondent base of 1,071 yields statistical reliability of plus or minus 3.2% at the 95%

confidence level. This means that, 95 times out of 100, survey responses will be within

3.2% of true population values.

The completed questionnaires were tabulated and analyzed by C.J. Olson Market

Research in Minneapolis. MN, a woman-owned research firm. Carolyn Olson,

President of C.J. Olson Market Research, also assisted NFWBO in the design of the

survey.
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ENTERPRISE

The Wall street Journal, thursday, January 6, 1994, page B-2.

Venture Capitalists Target Women-Owned Businesses
~ew Funds See Opportunities for Investment in a Market Long Neglected

By L'DAH_~ Grr.A
Slat,' R"PO'rr~)( Till" W'LI.. Sr""I"'TJoLlIt:"i4.L

For years. the vent~pIW Industry
Y1rtuaJly IgnO~ buslntsSes owned by
women. But now. suc.. entrepreneurs can
t.lp a new source of money: funds tal'f!ted
solely at women.

several venture'caplw funds recently
have sprung up to proYlde female entrep~
neurs WIth caplt.1J. Among them: WOfIlft'S
EqllStY FIIIId In Boulder. Colo.: New Era
~ltal PanDen In Los Mieles: and
IdnI&ds ea,tt&I Pat1Den In ChIC11O. To­
gether. the funds say they could proYlde
women~ed bIIImesses With as much as
$180 lTUlllOn by the end or this year.

AJthouflI the Sl80 lTUllion IS "st1lJ 00­
w~re near the caPIt.1J that women need.
It'S an lmporunt fint step." says Dawn­
Mane DNaIll. a Cape Oln.l. Fla.. author
and bIIImess alIISult&nt. The money may
"serve toe~ tra.d.ibonal allIlmer·
Cla.l lenden and otller <:aplllJ provtden ID
loot seriously It wometI as en~
neun." she adds.

Resort to CredJt C-ardI
Experts estimate that 1fOlIIelI-ow1Ied

busmesaes receIved Iell t!lIII 1.. at tile
approxim&teIy S3 bWloll in"'" by \IIItl.
tuUonal ven~ captla.1llCl III lJI1 Yet
busUlesleS owned by WOIDeII 'ICCIDWIt ror
an esl1m&ted JO!t or all U.S. bUsiDesIes.
For rna.ay wvmen enll'epnlleUn. "Cftd1t
cards are the No. 1 SOW'CI at sIIort·t.er'III
Onanctnr.·, Ms. DriJCO(J saY'.

Some new venture QCIltallllCl aim ID
ctwl~ thaL They see tile IIIlIIt JIftlIIISJI(
opportuDll1es UI heQIUII estabOIbed
women~ Il'IIs1DesMIlD expud. 'I1wy
also expect bi( PlDl tram l!IIIDdIlI
the consolid.a.l1on of small. frq1DIDteei
buslDesaes and tunc1lnr tnDIttklaIlIl tu.

Ilv-owned enterpnses.
. The specialized venturl'-Caplt.1J funds

say they plan to concentrate on industries
such as ret.lliing. food products. hea.lth
care and media where women play major
roles or where gT'OwtIt IS expected. The
largest numbers of fema.lMwned busi'
nesses cumnlly are found In ret.llhni and
10 buslntsS and prolesslonal semces.

With women creabni bUSinesses at a
record rate. theIr ventures "otter extraor·
dinary opportunIties lor IDvestment." says
Aaron Hartler. c/l&lmlan or Women's
EqUIty Fund. "Traditiona.l rinanclallnsn·
tuUons nave overlooked or mISSed anum·
ber or exceptional mvestment opportuni·
tles ottered by women-owned busi'
nesses,"

'Leu. weU-Maaqed OHapaIUes'
Mr. Harber. an econorruc COlIIult&nt.

and Annette Taylor. a rormer banker. hue
put~ ntOr'! than~ rnWIon in debt
and eqwtY capillJ ID IDftlIt III WllIIItIt'
owned lIuI8DeIIes lIUed in C*ndo. Or·
pnized III 191%. tIlItr tlllld~ Its
finandn( last weeL It inteoell ID beItD
Inftllt1D( Wilhllt lJIe next &0 ID 90 days. Mr.
H&I1ler saY'.

"WOlIIItI 111ft built llpiftcut buIt­
I\ftIII in •• at beinC ... &e:Il3I ID
tnd1t1Oaal II'IUI't!I or capitaL.. DlltII .hi-
~ cHtudef at New Bri1S1iI

:"Muy at~ bllllli are
leu.~ COIII$I"njet WlCb ellCll'
lent poteaCIII dIIt IIaft DIIt IIeeIl 0ftI"
priced by tile c:apttallDllUtL" .... PruIt.
a former Wamer 8roL eucutl'ft. r.med
up IUt sprIIIr wUIt ftIltln~
RaYl'DllM Doi( IDd RabIrt I'tyu. 'rbe 1110
IlIIW is lrYtar to ralM .. IIIIIIDD IlII' New
8ft. 'lt1Ikb wtB 1Il~ III 'IIlIIDIIHWMd
eatef1lrWl aa..-lbt CllIlmtI7.

I ..............
I D' 7 I. 1 .........,..,.

r
r~ .
-~.......--........- -

; lSI :: -
L.ut lIIOlIUI. Son& Will(. Marpr!t

FIsher and Jerrold carrtactDn launcbed
lnroIds capillJ Partnen. wtlicll pi&III ID
rme SIS mlfilOU. i lie lWii jlrUnariIy lr\1l
invest In businesses owned by women.
EveD thouctt such busiDeslel ttave re­
ceIved some 1unc1lnr rrom trldiliollal ven­
tun! caplta.IIslI. "lDlIIt women IDd 1IIlDor·
ItY 48Uepceueun sekiDm find tbe\r ny ID
tbeIe hmds." e$illl MI. Will(. I 1'1\­
e~ pu1Der at ....... J.-. "W..,. I tndlt10aal veatlft<lPttll C0ll­
eens iJI Cbicaco. (T!Ie lift tllllld bU no
otndaJ bai 10 8atIenDIl JoIIDIaIl.)

III. Will(up r-.r lIIIt majOr PI'l*em
lJ lJIe pad" at,... JIIIUMIIlttnd1­
lioIIaI YIII~ flIDdI. Ifta at tile
IIaDdttd at flIDdI ... remale pu1Den.
WllIIMIHWDIlI buI'- rveIY _ tile
00ll. Of tbe 16 iJI,...lIlDade by BAtter­
son .1ObIIaI sua lB. .... Will( notes.

only one was a sran·up founded by a
woman.

But not every female en~reneur ~
a need for venture fundS that IOvest exclu·
slvely 10 women. In IndUSU'les such as
computer technology and biotechnology.
ventures founded by women get funded
wtthout gender dlscnmmallon. says Ann
Wmblad. a successful software entrep~

neur who later became a manag'lng part.
ner of Hunuaer WlIlbWl Venture Pamlen
In Emelj'V1l1e. Calle. Tne venture-capllal
fund inVests only 10 software rinns.

.It could be counterpl'llductlve to segre­
Irate women IOID an all·women s fund..
~. Winblad says. ~oreover, women bUSI­
ness owners themselves may shy away
from such funas. the venture caplt.lllst
adds.·Would [ be attracted to a fund
that invests only In women~" sne askS. "It
ISn't as appealing as a broader tund.·

Wbetller the SpecialIZed tunas ultl'
mately succeed also IS an open Quesnon.
Only one fund has completed ruslni Its
capit.1J. tnroads and :-lew Era admit that
the task won't be easy because investors
are wary or new ventlJJ'!--aplt.1J funds. Bu!
both tllllds are encouta(ed by the groWIng
desire of public pension lunds ID Invest In
entel1lrises owned by women and mlllon·
ties.

More pensIOn tUDds. WIder Pre5lW"! to
ma.Ile SOCially responsible Investments.
are IttrIA:teeI ID buslllesaes owned by
womenlDd lIIinoritles. Becallle such busi'
nesses baft I&rply been overlooked In Ute
put. "lJIe opportImJtY to lillie money by
inftllt1D( In them is seen ID be even
rreater." saY' KeUy Moylan. a pnll­
cipaJ al II.U&Mta. LaDe A4'ft1en. The
PtIiI&delpllia conctm evaluates allern&'
tive investments for pullIic penstOII rWtdJ.


